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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

AT RI CHVOND, Decenber 12, 2000

JO NT PETI TI ON OF

WORLDCOM | NC.

and CASE NO. PUA000087
| NTERMEDI A COMMUNI CATI ONS | NC.

For approval to transfer control of

| nt er medi a Conmuni cations Inc.’s Virginia
operating subsidiary to WORLDCOM | nc.

ORDER GRANTI NG AUTHORI TY

On Cct ober 23, 2000, WORLDCOM Inc. (“WrldConi), and
I nt er medi a Communi cations Inc. (“Internedia”), (collectively
“Joint Petitioners”) filed a joint petition pursuant to Chapter
5 of Title 56 of the Code of Virginia (“Va. Code 8 ") for
approval to transfer control of Internedia and its Virginia
operating subsidiary, Internedia Comunications Inc.

(“Internedia-VA")?!, to WrldCom

1 The joint petition asks for transfer of control of I|nternmedia Conmunications

of Virginia, Inc. However, the name of the Virginia operating subsidiary of
I nternmedi a Communi cations Inc. as shown on certificates TT-37A and T-384 is
I ntermedi a Comruni cations Inc.


http://www.state.va.us/scc/contact.htm#General

Intermedia is also the controlling sharehol der in Digex,
| ncorporated (“Digex”), which is a provider of managed Wb and
application hosting services for sone of
the world’ s | eading conmpanies that rely on the Internet as a
critical business tool. As of Septenber 30, 2000, Internedia
owned 62% of the outstandi ng shares of D gex common stock and
94% of the voting power of outstanding D gex stock.

As indicated in the joint petition, after the proposed
transaction, Internedia will be a subsidiary, and |Internedia-VA
will be an indirect subsidiary of Worl dCom The transaction
will also give WrldCom voting control of Digex, a principal
obj ect of WirldComis in the nmerger, according to the joint
petition.

The joint petition states that a wholly owned, new y-forned
Del awar e subsidiary of WrldCom WIdcat Acquisition Corp., wll
nmerge with and into Internedia, and Internedia will be the
surviving corporation. Internedia-VA will retain the sane
corporate relationship with Internedia after the proposed nerger
is conpleted. Internedia s common stockholders will receive a
m ni mum of 0.8904 and a maxi num of 1.1872 shares of Wrl dCom
common stock. The conversion is dependent upon the price of
Wor | dCom stock during the period prior to the consummati on of
the nmerger. According to the joint petition, if the maximm

nunber of Wbrl dCom shares were i ssued, the commpn sharehol ders



of Internmedia would own slightly nore than 2% of the comon
shares of Wbrl dCom out standi ng after the nmerger is conpleted.

Hol ders of Internedia preferred stock, other than
Internedia Series B Preferred Stock, will receive one share of
Wor | dCom preferred stock for each share of Internedia preferred
stock, according to the joint petition. WrldComrepresents in
a response to an interrogatory that it has decided, due to
various restrictions and covenants, that Internedia Series B
Preferred Stock will remain outstanding preferred stock of
Intermedia following the nerger. Internedia has no objection to
this decision by WrldCom

The Joint Petitioners represent in the joint petition that
t he proposed transfer of control is consistent with the standard
in Va. Code 8§ 56-90, and will have no adverse inpact on the
services or rates of the Joint Petitioners in Virginia. Va.
Code § 56-90 states that the Conm ssion nay approve a proposed
transfer of control if it is satisfied that adequate service to
the public at just and reasonable rates will not be inpaired or
j eopardi zed. As discussed further below, the Joint Petitioners
represent that the proposed transaction will stabilize
Internmedia’ s condition and provide for its and Digex’s imedi ate
fundi ng needs while a longer-term strategy can be napped out and

i npl enented to strengthen Internedia’ s regul ated busi ness.



Joint Petitioners represent that WrldComi s principa
objective centers on Internedia’ s controlling interest in D gex.
Digex’s custoners use it to deploy secure, scal eable, high
performance business solutions. Digex also offers val ue-added
enterprise and professional services. The Joint Petitioners
state that the conbination of Digex s conprehensive range of
managed, enterprise, and portal hosting solutions with
Wor I dComis worl dwi de, facilities-based network and customner
relations will provide both entities’ custoners with a nore
conplete portfolio of Internet products and services to help
grow their e-business. Digex is not a regul ated business, but
it conplenents Worl dConi s regul ated services and nakes Wor| dCom
a stronger conpetitor in providing both regul ated and
unr egul at ed servi ces.

As represented in the joint petition, WorldComintends to
hol d and operate Internmedia’ s services, assets, and operations,
i ncluding I ntermedi a- VA, separately until it evaluates its
options for maxim zing the value of these operations. Qptions
listed in the joint petition are selling themto a third party
or consolidating all or sonme of themw th existing WrldCom
operations. WrldCom does not expect to change Internedia’s
operations in any material respect pending this evaluation. In
Virginia, the sanme entities will continue to hold the sane

aut hori zations and will continue to provide the sane high-



quality services to the sane custonmers at the sanme rates, ternms,
and conditions. As represented by the Joint Petitioners, the
approval of the petition will have no adverse inpact on the
continued availability of high-quality services at current

rates, terns and conditions. Also, WrldComw ||l preserve the
val ue of this asset for possible sale or consolidation with

Wor| dComi s existing operations and will be notivated to nmaintain
quality service and customer relations. WrldConis assunption
of Internedia s debt and its ability to cover operating |osses
will provide stability to Internedia and allow it to grow.

In a response to Staff’s interrogatory, the Joint
Petitioners state that Wrl dCom has reached an agreenent with
the United States Departnent of Justice (“DQJ”) on a proposed
consent decree. This consent decree will make Wrl dCom di vest
itself of all of Intermedia s assets, including Internedia-VA,
other than its controlling interest in Digex within six nonths
after the close of the nerger. Also, under this agreenent,

Wor | dCom nust operate the Internmedi a assets as a separate

busi ness. The DQJ agreenent is still subject to court approval
The joint petition states that, when WrldComeither enters into
an agreenent to sell Internmedia or determnes to consolidate it
W th existing WrldCom operations, WrldComw Il return to the
Comm ssion with the appropriate filings or requests for

approval .



THE COWM SSI ON, upon consideration of the joint petition
and representations of the Joint Petitioners and having been
advised by its Staff, is of the opinion and finds that the
above-descri bed transaction will neither inpair nor jeopardize
the provision of adequate service to the public at just and
reasonabl e rates and shoul d, therefore, be approved.
Accordingly,

| T IS ORDERED THAT:

(1) Pursuant to 88 56-88.1 and 56-90 of the Code of
Virginia, the Joint Petitioners are hereby granted approval for
Intermedia to transfer control of Internedia and Internedi a- VA
to Worl dCom under the terns and conditions described herein.

(2) There appearing nothing further to be done in this

matter, it is hereby di sm ssed.



